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Key Judgments The suspension of critical Western—mainly Dutch—aid to Suriname in

Information available * response to the executions last December of prominent opposition leaders

as of 5 July 1983 has deepened the country’s economic problems even as the executions

was used in this report. .
themselves have been followed by an uneasy political calm. The govern-
ment’s frantic search to replace the aid has been disappointing. The °
Brazilian offer of economic and military aid in April 1983 poses a
condition—Ilimits on any Cuban role in Suriname—that we believe the
leftist regime in Paramaribo will try to finesse by pleasing the Brazilians
without grossly offending the Cubans. In any case, assistance from Brazil
would not match the suspended Dutch economic support, which we do not
expect to be renewed in Suriname. Nor are the USSR, Cuba, and their al-
lies likely to contribute sufficient financial assistance to compensate for the
lack of aid from Western sources.

In the absence of significant aid, we expect the regime will continue to try
to cover its immediate expenses and to minimize the decline in domestic
consumption levels through the rest of 1983 by draining Suriname’s
international reserves and imposing various forms of taxation and thinly
disguised extortion against the private sector. By early next year or so,
tougher austerity measures—such as tighter import restrictions and ration-
ing of consumer goods—will be required to cope with Suriname’s growing
economic difficulties.

The deepening economic troubles contrast sharply with official blandish-
ments on the direction of economic and political changes. In a major policy
statement in May, the regime made unrealistic promises of economic
betterment for the average Surinamer in the fairly near term. It also laid
out a program for establishing a “new” form of democracy that is long on
rhetoric and short on specific procedural guarantees. We believe the failure
of the regime to fulfill either set of promises will soon become generally ap-
. : parent. This perceived failure may engender further disputes within an
already fractious leadership, although we do not believe it would lead to a
popular uprisin‘g against the regime. 25X1

Bouterse’s advisers have considered outright nationalization and other
forms of property cdnfiscationJ ‘For the near
term, those favoring less radical measures appear to have persuaded
Bouterse that such measures would be counterproductive. At some time he
might accept arguments that Suriname ought to be restructured along
Marxist-Leninist lines, which would not only seriously affect Western
interests in Suriname but probably also lead toward a closer alignment of
Suriname with Cuba and Grenada.
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Bouterse, however, has a record of unpredictability on important domestic
and foreign policy issues. Bouterse’s on-again, off-again relations with pro-
Cuban elements—as reflected in the jailing of their leader in August 1980,
his release in March 1981, and accession to an important ministerial post,
followed by his “resignation” in June 1983—testify to that record. There is
little doubt, therefore, that Bouterse might suddenly strike out in almost
any direction. He might move considerably closer to Brazil and other
Western countries—as would be consistent with his Prime Minister’s
enthusiastic reception of the Brazilian aid initiative—and basically reject
the Marxist-Leninist model that Cuba offers, or he might pursue other
options with a new set of advisers. ' :
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Preface US policy interests regarding Suriname are focused primarily on the
internal political turbulence since 1980 and the security issues raised by
deepening Cuban involvement, the suspension of Dutch aid in December
1982, and the Brazilian diplomatic initiative last April. The intelligence
community monitors these developments in current publications, aware
that major changes in these areas can occur with little or no warning. We
also are aware of the risk that a more in-depth assessment on Suriname is
highly vulnerable to such changes. Nevertheless, we seek to broaden
understanding of the Suriname problem by incorporating the economic
dimension, which is visible beneath the turbulence of political develop-
ments and could become a significant political factor in its own right.
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Suriname: Economic Activity

1 1
2% w6

North
Atlantic

Ocean

W. J. Ve
Blomm%m \
Mecr®

>

b7 l\

£ Y
AT

(France) -
>
« v
) o ' :
‘ii‘\ Q
t e @
_ 2 5
~ sk ’,/ 3 FS
Bauxite reserves ’ q.a;”’ # e .
. , ; B )
o Bauxite processing %& )L,‘;"‘ 5L w“é‘/
% Hydroelectric production | 23 Py .
Il Cultivated crops . .f”
. P .
R Rice P
, %
: Sugar
i Food processing
€  Lumbering
&  Wood products
——— Railroad
——— Road
e 0 100 » I
Kilometers B r a Z I
634663 7-83
Secret viii

Sanitized Copy Approved for Release 2010/12/21 : CIA-RDP84S00552R000300090003-6

25X1

25X1



Sanitized Copy Approved for Release 2010/12/21

Suriname: Economic
Troubles Compound

Political Uncertainty |

Introduction

Suriname has experienced continual political turmoil
since February 1980, when 16 sergeants led by the
present Commander in Chief, Desire (Daysi) Bou-
terse, overthrew the elected coalition government of
Prime Minister Henck Arron. That turmoil has been
affected continually by Bouterse’s efforts to consoli-
date power and by the actions and reactions of
interested third parties, notably the Cubans, Brazil-
ians, and Dutch. \

This assessment acknowledges these political factors
and addresses them in general terms. It focuses
particular attention, however, on the less dramatic but
steadier and more predictable deterioration of the
once relatively prosperous Surinamese economy. We
argue that the regime’s options to ward off further
economic hardship are narrowing. Furthermore, we
attempt to consider whether the worsening economic
conditions themselves might trigger serious political
consequences.| |

Political Setting
From Coup to Dictatorship. The Surinamese public
initially welcomed Bouterse and his military col-
leagues when they preempted the parliamentary elec-
tions scheduled for March 1980 by staging a virtually
bloodless coup in February. By then the perception
was widely shared that the country’s parliamentary
rulers, who had been in power since the Dutch
granted independence in November 1975, and partic-
ularly those comprising the center-left coalition gov-
ernment formed in 1977 under Arron, had become
torpid and venal. An April 1979 report of the Surina-
me Audit Office on the waste and embezzlement of
state funds had a particularly devastating impact in
that regard. Moreover, parliamentary deliberations
seemed to have degenerated into interminable squab-
bling; the performance of the economy—as we de-
scribe later in this paper—was declining, while the
_crime rate was rising; the government appeared to be
resolutely ignoring these problems; and the March
1980 elections seemed to promise more of the same.
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Thus the sergeants’ collective image of vigor, disci-
pline, patriotism, and common sense, seemed refresh-
ing.‘

At first the sergeants subordinated themselves to a
provisional Cabinet of civilians headed by the politi-
cally moderate Henk Chin-A-Sen, which was sup-
posed to plan for an orderly return to democratic
government as well as deal with the problems that had
created a favorable climate for the coup. Soon there-
after, however, as a result of both his own initiatives
and the actions and reactions of perceived and actual
opponents, Bouterse gradually assumed dictatorial
authority. There were several major milestones:

* The May 1980 postponement of elections legally
mandated by October 1981 until ostensibly more
pressing problems were controlled.

« Suspension of the constitution in August 1980,
following allegations of planning for a leftist, pro-
Cuban plot to be led by Sergeant Major Badressein
Sital.

« Bouterse’s public commitment in March 1981 to
establish “socialism” in Suriname, coinciding with
the release of Sital and the other alleged plotters
from jail and their reinstatement in the military, for

" reasons never made entirely clear; the foiling of a
rightwing coup attempt; and the beginning of a
period of rapidly improving relations with Cuba.

* Bouterse’s forcing of Chin-A-Sen and his civilian
government to step down in February 1982, fol-
lowed in March by another unsuccessful coup at-
tempt, motivated in part by opposition to Bouterse’s
increasing authoritarianism.

» The coalescing from July through November 1982
of a broad cross section of the Surinamese public
against Bouterse, including two successful strikes
and a large public demonstration engineered by .
labor leader Cyrill Daal. ‘
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In December the Surinamese citizenry was trauma-
tized when Bouterse ordered the execution of key
labor, business, academic, legal, and media personal-
ities, including Daal. This brutality—unprecedented
in Suriname—provoked the Dutch to abandon their
long tolerance for Bouterse’s political experimentation
and to suspend all aid to their former colony. Bou-
terse’s political purge of the military in January 1983
and his elimination of a potential rival, Deputy Army
Commander Roy Horb in early February, further
reduced the chances of an internal uprising despite
the overwhelming unpopularity of the regime.

An Uneasy Political Calm. Since then, Bouterse has
concentrated all significant public power in his own
person. He leads the “Group of 16,” a cast of
noncommissioned officers who engineered the Febru-
ary 1980 coup; the dozen or so remaining members of
that Group now function as an ad hoc advisory body
and informal guarantee of military support for him.
In addition Bouterse chairs the so-called Policy
Center, which deliberates key decisions affecting the
regime. In its most recent incarnation, this body
consisted of himself and the most important members
of the Cabinet: Prime Minister and Minister of
Foreign and General Affairs Errol Alibux; Minister
of Finance and Planning and Deputy Prime Minister
Winston Caldeira; and, until his “resignation” in
early June, Minister of People’s Mobilization and
Culture Sital.

The mix of leading personalities appears unstable, and
policy direction seems equally unsettled. Bouterse has
left a trail of policy inconsistency that seems to reflect
the unresolved conflicts among his supporters. We
believe that Alibux and his small leftist, nationalist
political party, the Progressive Workers and Farmers
Union (PALU), are resistant to the efforts by Sital
and his tiny Marxist-Leninist group, the Revolution-
ary People’s Party (RVP), to make Suriname a close
ally of Cuba. The views of PALU and the RVP about
how to consolidate the regime also diverge. As of early
July the less radical Alibux line appeared ascendant,
but Bouterse’s record leaves little doubt that he is
capable of lurching back toward a more extremist
position with little warning. | |

A Surplus of Plans. The regime’s plans for building a
new political structure to supplement Bouterse’s ad
hoc rule are vague, clouded by revolutionary rhetoric
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and pseudophilosophical jargon. Bouterse has an-
nounced publicly on several occasions that parlia-
mentary democracy is dead in Suriname since it
“brought only chaos.” Instead, he called for a govern-
ing system that was uniquely Surinamese and based
on anti-imperialism, anticolonialism, and the “estab-
lishment of an independent and prosperous country.”

As part of his anti-imperialism campaign, Bouterse
has continued to try to rally Surinamers against
perceived externally sponsored threats to his regime.
In his May Day speech he renewed his intention to
build up a “people’s militia.” He was typically ambig-
uous about how this potentially large force might be
recruited, equipped, commanded, or employed. Bou-
terse is using recent media revelations of an alleged
CIA plot to overthrow him to justify his stated
determination to establish “anti-intervention commit-
tees” as well as the militia

On the same day Prime Minister Alibux announced a

relatively moderate but sweeping program of eco-

nomic, political, and social reform drawn mainly from

the PALU philosophy. The three-year program (1983-

86) outlined a major restructuring of the country’s

political institutions and the creation of several new

entities on the national and local levels. It also

reiterated the regime’s positions on many issues in-

cluded in 1 May policy statements over the last three

years. Major features of the plan include the estab-

lishment of:

* A national congress to serve in a consultative capac-
ity to the Policy Center.

¢ An advisory council of state.

¢ A commission to begin drafting a new constitution
by 1986.

* Locally elected neighborhood and district councils,
perhaps by the end of 1983. ‘

In several respects the Alibux program offers no more
than a facade of democracy. We believe, for example
that:

» Postponing the drafting of a constitution promises -
general confusion about political rights, responsibil-
ities, and decisionmaking. Moreover, the military
rejected a previous draft because it did not ensure
the military a significant role in the political process
and may veto any effort that seeks to limit its power.
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* Reference to a “code” for the medid implies the 25X1
continuation of political censorship. Sital’s abrupt departure from the |
government indicates that these quarrels were only

* A pledge regarding “adjustment” of the judiciary temporarily muffled by the May policy statement. In

and other legal structures to the needs of the addition the tasks of preparing the groundwork for
revolution implies further undermining of the for- new political institutions and administering several
merly independent Surinamese judiciary.z sets of elections fall upon a civil service that, as the 25X1
US Embassy notes, has been badly weakened by the
Sorting out these domestic political questions will emigration of more capable members and the low
preoccupy Bouterse and probably engender fresh dis- morale of those remaining. ‘ 25X1
putes among his advisers. | . 25X1
: ZON|
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Figure 1
Suriname: Economic Comparisons
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All of these pursuits tend to distract the regime from
an increasingly troubled economy. As we discuss
below, the May 1983 PALU program is more likely to
aggravate these troubles.

The Economy

Bouterse’s Inheritance. Under the tutelage of the
Dutch, who provided the lion’s share of foreign aid,
Suriname managed to achieve unusually robust eco-
nomic growth during the initial years following inde-
pendence in 1975. The tiny economy’s heavy depend-
ence on an increasingly less competitive bauxite
sector, however, left Suriname particularly vulnerable
to the global recession and soft demand for aluminum.
Meanwhile, weakening business confidence in Arron’s
coalition government slowed investment. In these
circumstances, economic activity declined 3 percent in
1979

Secret
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The military-dominated government, in place since
February 1980, was unable to brake the economic
decline begun in 1979. In 1980, economic activity fell
almost 4 percent, and the economy stagnated during
1981-82. A 35-percent drop in bauxite output—owing
to continuing world recession and rising production
costs—and the worsening investment climate at home
accounted for this poor performance between 1980
and 1982. Only the public sector showed strong
growth. Even then, government expenditures were
directed more toward maintaining consumption—civil
service pay raises, make-work jobs to sop up rising
unemployment, social welfare programs, military
spending,-and subsidy payments to state enterprises—

than toward growth-sustaining inVestment.‘j
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The Economy in Brief

Suriname shares many of the economic constraints
common to the Caribbean area. Suriname’s problems
include:

e A high import-dependence that leaves the country
vulnerable to world inflationary trends and compli-
cates domestic economic management, imports are
equivalent to 45 percent of GDP.

* A one-commodity economy that holds the country
hostage to world mineral prices; production of
bauxite, alumina, and aluminum provide 80 percent
of total export earnings, nearly 20 percent of GDP,
and over 20 percent of government revenues.

o A tiny domestic market that crimps development of
the manufacturing sector; roughly the size of Wis-
consin, Suriname’s population totals only 350,000.

Substantial emigration that helps to relieve high
unemployment yet saps the country of skilled labor
in the process; at least one out of every three
Surinamers lives in the Netherlands because of
Suriname’s political uncertainty and poor job op-
portunities. The domestic unemployment rate none-
theless hovers around 20 percent, in part because of
an influx of Guyanese workers.

An agricultural sector that contributes less than 10
percent of GDP; farming is handicapped by high
labor costs and poor use of resources; dense rainfor-
ests cover 90 percent of the country and large tracts
of cultivated land have been left fallow by the
steady exodus of Surinamese and Dutch plantation
owners.

Still, generous Dutch aid until recently had cush-
ioned Suriname from the severity of economic prob-
lems besetting its Caribbean neighbors. At the time of
Suriname’s independence in 1975, the Netherlands
forgave all outstanding Surinamese debt and agreed
to supply more than $1.5 billion in aid, mostly grants,

over a 10- to 15-year period. This largess enabled
Suriname to mount extensive rural development and
hydroelectric projects while balancing government
budgets and maintaining large foreign reserve hold-
ings and a low debt service burden. At the same time,
the aid inflows, combined with large-scale emigra-
tion, contributed to a per capita income that was
among the highest in the nonoil-exporting Caribbean
countries and more than double that of Guyana or
Jamaica, both also rich in bauxite.‘

Against this background, Suriname achieved unusu-
ally strong economic growth in the initial years after
independence. During 1976-78, real GDP growth
climbed by an average annual rate of 10 percent.
Bauxite earnings recovered from the effects of the
1973/74 world oil price hikes, based on a surge in
aluminum prices. At the same time, a sharp increase
in public investment, largely funded by Dutch grants,
stimulated construction and service activities. High
consumption levels, buoyed by rising real wages and
low domestic interest rates, boosted growth of the
fledgling light manufacturing sector—mainly food-
processing firms geared to the local market. More-
over, prudent economic policies kept inflation at an
average annual rate of below 10 percent over the
period. | |

By 1979, however, soaring oil and nonfuel imports
costs and the world slump had begun to take their
toll on the economy. Economic activity declined by 3
percent. Bauxite output and processing began to
Sfalter as world aluminum demand sagged and the
government eliminated minimum production require-
ments in hopes of retaining the US- and Dutch-owned
operations that were gradually shifting to lower cost,
richer, and more dependable sources outside the
Caribbean region. Meanwhile, public investment
slowed, following the completion of the large Western
Suriname railroad. Private investment also cooled as
political uncertainty grew under the ineffective Arron
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Figure 2

Suriname: Economic Indicators

Note change in scales
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Suriname’s weakening competitive edge in a softening
world aluminum market and growing awareness of its
managerial and technical shortcomings in implement-

"ing large projects caused the government to shift

development strategy. In 1981 the regime scuttled

large bauxite and aluminum smelter undertakings,

the Kabalebo hydroelectric project, and construction

of a new port city. Less ambitious agricultural proj-

ects, intended to provide quick benefits to small

farmers, were left intact. Qutput in the small agricul-

tural sector nudged ahead, based primarily on ex-

panded acreage for export-oriented rice and palm oil,

but high labor and transport costs continued to under-

mine Suriname’s international competitiveness. |

At the same time, the regime’s increasingly leftist
rhetoric and erratic decisionmaking alarmed inves-
tors. Market intervention and inefficiencies became
more pervasive. Under the process of “Surinamiza-
tion” (outright nationalization or insistence on joint
ventures), the state expanded its involvement in na-
tional production. Constrained by fixed prices, key
commercial enterprises with government participa-
tion—such as sugar, shipping, and electricity—Ilast
year alone required some $50 million in subsidies to
offset operating losses.

‘Suriname’s foreign payments situation matched the

deterioration in key producing sectors. In 1981 Suri-
name experienced its first current account deficit
since indepdence. With spot world aluminum prices
plummeting over 40 percent between 1980 and 1982,
Suriname’s nominal export earnings fell 15 percent
during this period. Meanwhile, foreign aid slackened
as project priorities were reshuffled. Rather than
deplete its international reserves or resort to a devalu-
ation that could have hobbled foreign purchases- of
critical producer goods, the regime selectively tight-
ened import restrictions on consumer goods. Conse-
quently, according to official Surinamese reporting,
the country still retained international reserve hold-
ings roughly equivalent to about four months’ import
coverage at the end of 1982,
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Figure 3
World Aluminum Prices, 1970-82
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The Dutch Decision. The Dutch decision in December
1982 to suspend all aid came as a major blow. Dutch
aid had been scheduled. to reach some $90 million in
1983; about half of the $1.5 billion package—largely
grants—that was promised in 1975 remains to be
drawn. The Netherlands—which accounted for more
than 90 percent of total bilateral aid to Suriname last
year—was quickly joined by the United States and
most other Western donors in suspending aid pro-
grams. By the end of 1982, it was apparent that the
regime’s most pressing economic needs were to find
funding and to reassure the country’s nervous business
community.

The Frantic Search for Aid . .
Disappointing Initial Results. The regime’s search
for aid, trade, and technical cooperation—aimed at
Brazil, Venezuela, Colombia, and other Latin Ameri-

can countries—at first proved disappointingz

\More recently, Paramaribo has

announced plans to approach the Inter-American
Development Bank (IDB), the European Development
Fund, and the European Investment Bank to replace
Dutch project funding; negotiate with the IMF to
obtain compensatory financing for sagging exports;
and seek other help from foreign commercial lenders.
The regime has yet to receive funding from any of
these sources.‘

Confronted by the negative response of potential
Western donors, Bouterse pinned hopes of financial
assistance on Cuba as well as the USSR and Libya.
Since the withdrawal of Dutch aid:

¢ Cuba and Suriname have negotiated agreements
covering technical, economic, scientific, and cultural
cooperation.

e The Cuban Ambassador to Suriname has stated
that Cuba wants to increase trade with that country.

e The Soviet Ambassador to Suriname has expressed
interest in a possible bauxite purchase as well as a
barter of Surinamese rice and lumber delivered to
Cuba in exchange for Soviet vehicles, consumer
goods, and possibly light machinery.

* Bouterse has signed an agreement with Libya to
establish political ties and promote economic coop-
eration between the two countries.!

Despite this recent spate of economic discussions,
Paramaribo has yet to receive financial assistance
anywhere near the level necessary to meet immediate

25X1
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and growing cash requircmcnts.\
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Suriname: Balance of Payments : Million US $

1976 1977 1978 1979 1980 1981 19822 1983

Current account 63 —4 28 44 16 —25 ~155 —85 .
Trade balance 45 22 68 74 61 —38 —90 —15
Exports, f.0.b. 304 346 411 444 515 474 430 430
- Bauxite and derivatives 235 277 310 341 415 376 345 340 .
Imports, f.0.b. 259 324 343 370 454 512 520 445
Net services and transfers 18 —26 —40 —30 —45 13 —65 -70
Grants from the Netherlands 89 77 56 81 74 96 90 0
Capital account ~38 12 10 —6 3 43 125 - =20
Net direct investment —13 -7 —16 10 34 NA )
Medium- and long-term loans —55 22 -1 —1 NA 25
Net short-term capital, 17 1 -5 11 -7 10 NA —40
including errors and omissions
Change in gross reserves 25 —-16 38 38 19 18 —-30 —105
a Estimated.

b Projected on the basis of a near total cutoff in Western aid, private
capital flight of $70 million, and a drawdown on gross reserves to the
equivalent of two months’ import coverage.

25X1

The Brazilian Aid Dilemma. Tn mid-April, the Bra- ous about the stability of the Surinamese Government
zilian Government offered the Bouterse regime eco- and unable to shore it up financially, is likely to see _
nomic, technical, and military aid. | benefit in an economic linkage with Brazil, at least up 25X1

to a point. | ‘ 25X1

Bouterse may also be inclined to play both sides of the 25X1
_street—maintaining his connections with Cuba while
“enjoying Brazilian largess. Although the Brazilians

appear to be Suriname’s most significant potential aid

donor, they have offered only unspecified trade credits
and technical and military assistance. Not surprising-
ly, in light of Brazil’s acute financial problems, the
aid package as publicized excludes grants that the

Dutch had supplied and is unlikely to provide the

immediate hard currency inflows needed to support

imports and maintain foreign re'serves.‘ \ 25X1

Havana, already dubi- 25X1
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The Cuban Presence in Suriname

In May 1979 the coalition government under Henck
Arron agreed in principle to establish diplomatic
relations with Havana. No progress was made in
implementing the agreement for the first several
months after the February 1980 sergeants coup. The
Chin-A-Sen government—publicly supported by Bou-
terse and the sergeants—initially rebuffed Cuban
offers of aid and advice and in August jailed Sergeant
Major Sital and others on grounds of plotting a coup
encouraged by Havana.| \

Relations began to improve when, in response to
Havana’s invitation, a low-level Surinamese delega-
tion attended Cuba’s Second Communist Party Con-
gress in December 1980. That visit was reciprocated
in February 1981 when a Cuban cultural delegation
attended coup anniversary celebrations in Paramari-
bo. Paramaribo also lifted tight controls on Cuban
visitors and agreed to exchange nonresident ambassa-
dors. Sital and other pro-Cubans were released from

Jjail the following month.‘

Bilateral contacts expanded between June 1981, when
Cuba opened a diplomatic mission in Paramaribo
land October 1982,
when Osvaldo Cardenas Junquera, former head of
the Caribbean desk in the Americas Department of
the Cuban Party Central Committee, presented his

credentials as Ambassador.

Cardenas, who appears to have made a favorable
initial impression on Bouterse, used that influence to
seek further expansion of the Cuban role. He has had
some success. The size of the Cuban contingent in
Suriname has increased somewhat since his arrival

although we are not sure by how much.

Jthere might be as many as 50 Cubans on Cuban
passports in country, and an unknown number of
Cubans on Spanish, Venezuelan, Grenadian, and
other foreign passports. We cannot confirm that the
number is that high, and we believe that as of 1 May
1983 there were only 21 Cubans, including depend-
ents, assigned to the Cuban Embassy in Paramaribo.
None are identified as military{ \
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Brazilian aid could benefit the Surinamese economy
indirectly more than directly by imbuing the Bouterse
regime with some respectability. Brazil’s involvement
would probably encourage at least some other West-
ern trade partners and donors (for example, the Swiss,
the French, and the Germans) to be more helpful as
well.? Moreover, Brazil is well positioned at the Inter-
American Development Bank to push Suriname’s
request for $50 million in project loans; the two
countries are represented by the same senior official
at the bank. | |

Near-Term Outlook ,
Gloomy Economic Prospects. We believe Bouterse’s
myopic decisionmaking and obsession with personal
power will leave little room for a reasoned approach to
economic policy. The course he has followed suggests
that, even if sizable funds do not materialize quickly,
Bouterse will hesitate to install tough import and
domestic spending restrictions this year. Instead, he
will try to maintain domestic consumption levels at
the expense of the producing sectors that are the basis
for any future growth.\ \

In this regard Bouterse probably will choose to con-
tinue the expedient begun earlier this year of draining
the foreign reserve cushion and using various forms of
taxation and thinly disguised extortion against the
private sector (for example, contributions solicited by
uniformed soldiers). Despite the recent establishment
of a commission to screen import requests, there has
been no effective imposition of strict import controls
and other austerity measures that could gain the -
regime breathing space in handling the looming finan-
cial crisis. The regime has secured at least $50 million
from the Central Bank; the bank’s president, who
opposed the loan, has since fled the country. More-
over, the government reportedly is resorting to rapid
monetary expansion to help cover its immediate ex-
penses and to maintain consumption levels. This
temporary palliative, however, risks a spurt in import
demand and soaring inflation that would require
harsher austerity measures by early next year.

*On 30 June 1983 Bouterse claimed, in an address to a massArally

in Paramaribo, that Switzerland n at less
than 6 percent interest.
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Even with Bouterse’s foot-dragging on imposing harsh
import cuts and fiscal austerity measures, the Suri-
namese economy at best would stagnate and could yet
decline sharply in 1983. Moreover, under these cir-
cumstances a recent banking clampdown is likely to.
be ineffective in stemming private capital flight,
which in itself represents a further drain on Surina-
me’s international reserves. Emigration, mainly to the
Netherlands, neighboring French Guiana, and the
Netherlands Antilles, would probably rise even faster
if, as is likely, many of the 6,000 workers assigned to
Dutch-financed projects are laid off. While such an
exodus would help vent political frustration and curb
unemployment, the drain of skilled labor would fur-
ther hurt economic activity.

The course of the economy over the near term will
depend heavily on whether or not the Dutch resume
aid to the Bouterse regime. After the December
executions, a Dutch official indicated that the Neth-
erlands would do so only with the removal of Bouterse
and a return to constitutional government. Moreover,
initial Dutch reaction to the 1 May Surinamese policy
statement indicated that The Hague would stick to
these conditions for at least the near term.z

Various accounts of Dutch Prime Minister Lubbers’s
visit to Brazil at the end of May suggest that the
Dutch may be softening their preconditions for aid
resumption and, specifically, may no longer be insist-
ing that Bouterse be replaced. Moreover, the Dutch
have expressed concern that the Surinamese might be
able to embarrass them publicly by bringing the aid
suspension before the International Court of Justice.
In our judgment, however, there remains a significant
difference between Dutch and Brazilian perceptions,
with the Dutch apparently, far more concerned with
Paramaribo’s human rights performance and the Bra-
zilians intent on the unwelcome Cuban dimension.
Thus, by satisfying the Brazilian aid conditions, the-
Bouterse regime would not necessarily satisfy the
Dutch{ '
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In the unlikely event that Western aid equivalent to
the suspended Dutch aid should resume later this
year, we estimate that the Surinamese economy at
best would stagnate in 1983. Aid blocked in the
pipeline would be hard to restore quickly to the levels
originally planned. Weak world recovery and inherent
lags in aluminum demand would leave export earn-
ings at about last year’s level at best. At the same
time, any Western aid would ease pressure on Suri-
name’s international reserves. It would also delay even
further the imposition of some austerity measures,
and reduce the severity of others, particularly in the
area of import restrictions.

Threats to the Private Sector. Bouterse’s political
insecurity, untrained leadership, and reliance on a
small circle of squabbling advisers are likely to trans-
late into clumsy, heavyhanded responses to mounting
economic problems. As the economy deteriorates this
year, he may further press the business community—
which was asked to donate $170,000 to the coup
anniversary celebrations in February and has been
prohibited from laying off employees—in ways that
will only increase the tensions between the govern-
ment and private enterprise.]

Although some of Bouterse’s advisers reportedly
espouse nationalization of US and Dutch bauxite
interests, which they allege are financing the political
opposition, we think that Suriname’s poor competitive
position in the world aluminum market, lack of skilled
technicians, and steep modernization costs will at
least delay such a decision for a considerable period.
Moreover, the regime recently has sought to reassure
the aluminum companies; in April and May 1983,
Suriname and the US-owned Suralco, the country’s
largest aluminum firm, reached preliminary accord
for a significant cut in bauxite production taxes
through 1985 and concluded a labor agreement. The
aluminum companies could yet confront increasing
revenue demands and restrictions on their autonomy
with regard to employment, production, and market-
ing. Continuing negotiations between the regime and
these companies over such issues will provide another

test of Bouterse’s intentions.

The nationalization of service industries such as banks
and insurance companies seems to us more likely,
although the government policy statement of 1 May

11
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does not forecast any specific moves of that kind.
While “Surinamization” of these institutions would
further dim chances of Western investment and aid,
the regime might eventually be tempted to nationalize
them to gain quick access to foreign exchange and

tightened leverage over other sectors by directly con-
trolling their domestic funding sources.i
Longer Term Uncertainties

Even with a reopening of the aid spigot, a variety of
factors would probably prevent a return in the next
few years to the high growth rates that the country
enjoyed following independence. Although we expect
aluminum prices to rise over the medium term with
improved economic conditions in the industrialized
world, earnings from Suriname’s bauxite sector will
be constrained by a diminishing supply of easily
accessible bauxite as well as high operating expenses
and modernization costs. Economic diversification,
the alternative to rigid dependence on the bauxite

industry, will prove harder to achieve than in the past,
if, as we expect:

25X1

25X1

¢ A shrinking domestic market, owing to continued
emigration, dampens further development of food
processing and other light industries.

¢ The flight of technical and managerial talent con-
tinues to weaken the economy.

» Surinamese businessmen and potential foreign in-
vestors remain unwilling to undertake new projects
because they lack assurances that the rules of the
game will not change,

25X1

25X1

Making the economic prospects even bleaker is the
strong possibility that Suriname over the near future
will not receive aid in the amounts or degree of
concessionality that characterized the Dutch pro-
gram. At best, the Cuban, Soviet, and Libyan offers
are likely to translate into various kinds of technical
assistance and commercial programs that cannot be-
gin to address the country’s growing foreign financial
needs associated with any economic recovery. We
expect the Brazilians to continue to give priority to
the kinds of aid that would allow them to compete .
with the Cubans for political influence, such as
technical assistance and military aid. Nor do we

25X1
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PALU’s Economic Agenda

In his policy statement of 1 May 1983, Prime Minis-
ter Alibux of the Progressive Workers and Farmers
Union (PALU) issued ambitious goals for economic
development and social welfare over the next three
years. Surinamers are promised, among other bene-
fits, more housing construction and renovation, better
health care, broader educational opportunities, high-
er pensions for the elderly, a welfare fund for chil-
dren, and minimum subsistence for the indigent.
Moreover, the government says it will overhaul and
considerably expand the production and marketing of
rice, fish, timber, and dairy products; establish a
brick industry, tile factory, and charcoal plant; ex-
plore for gas and produce diesel fuel; complete two
hydroelectric projects and a bridge over the Suriname
River; and‘ renovate four major roads and several
airfields. The economy also is supposed to accommo-
date expanded military capabilities and several new
public institutions.‘ ‘

We agree with the US Embassy’s forecast that the
regime will fail on most of these sweeping promises.
We believe the failure will become apparent well
before the three-year target date. No strategy for
financing is evident. Here and there Alibux refers to

‘funds” (for old age care, children, and the indigent)
without saying how they are to be created. He implies
that the Dutch will resume the aid they suspended
last December—indeed several projects enumerated
in the policy statement were begun with Dutch financ-
ing—although the Dutch have given no indication
that The Hague’s conditions for resuming assistance
have been met. Apparently the program—construc-
tion of “turnkey’ public housing units, for example—
also consists of projects for which only the Cubans
are known to have offered assistance. Yet, any expan-
sion of the Cuban presence would violate the condi-
tion set by Brazil in its April aid proposal and

ostensibly accepted by Paramaribo.‘

In addition to setting goals for three years, Alibux
sketched what we judge a highly overoptimistic fore-
cast of the Surinamese economy four years beyond.
He presented an investment program that will total
81.4 billion for the entire seven years, and explicitly
included Dutch aid in his calculation. He also prom-
ised to cut unemployment—which he estimates at 15
percent but we believe stands at 20 percent—to 5
percent and to stimulate a growth rate that would
average 10 percent.

believe that the Dutch would be willing over the next
few years to set aside their revulsion toward the
Bouterse regime’s human rights violations and provide
aid at anywhere near past levels.

We judge that by early next year or so, shrinking
foreign reserve levels and poor prospects for import-
financing aid will pressure Bouterse to institute long-
delayed austerity measures. These are likely to in-
clude import cuts, rationing of consumer goods,
higher taxes, and budget cuts in social services and
civil service wages. Such austerity measures contrast
sharply with the 1 May policy statement composed by
Alibux and Finance Minister Caldeira, which made
unrealistic promises of economic betterment for the
population at large. Over the next few years, we
expect the gap between actual austerities and these
promises to widen.
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The ways in which these economic maladies might
manifest themselves politically remain uncertain.
Considering that PALU’s “new democracy” is not
likely to make the government less authoritarian, we
expect that the average Surinamer’s realization that
PALU’s economic promises had also proven empty
would be added cause for popular antipathy toward
the regime. Nevertheless, we doubt that the regime
faces a serious danger of an internally sponsored
popular uprising; the December 1982 executions have
probably left any remaining antiregime elements too
intimidated for that.

We see a stronger possibility, on the other hand, that
Suriname’s economic problems could become an addi-
tional factor in the continuing power struggle between
PALU and RVP, as spokesmen for the latter cast
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about for additional ways to discredit PALU. But the
RVP is less well entrenched in the government and
more beholden to the Cubans for political advice.
Thus we believe the Cubans would have to provide
direct encouragement and material help to the RVP
in this power struggle to tip the balance to the RVP;
although this scenario is possible, we have no indica-
tion that the Cubans are planning to do so in the near
futurel

In any case, the variable is Bouterse. His statements
and actions since his emergence as a political figure in
February 1980 do not yet provide us an adequate
basis for predicting his behavior. They suggest at best
that he will act to maintain his power. Beyond that
strong instinct for survival, a firm faith in the efficacy
and worth of his own political authority, and a
vaguely egalitarian sympathy for “socialism” and
“socialist leaders” such as Castro and Bishop of
Grenada, he seems to have no clear-cut political goals,
either domestic or international, nor specific under-
standing of the economic problems facing his country
and how to cope with them.

Implications for the United States
We doubt that continued decline of the Surinamese
economy is likely to have significant material impact
on US interests as long as the Bouterse regime
remains intact and under the influence of PALU. In
searching for scapegoats, the regime can be expected
to boost its anti-Western rhetoric.

As the economy declines we believe Bouterse will
reassess his political and economic options. He might
then be far more amenable to the RVP’s long-
standing arguments—reflected in a secret memoran-
dum of April 1981 drafted principally by Sital—that
Suriname ought to be restructured along Marxist-
Leninist lines. In that event Bouterse might consent to
full nationalization of banks and important industries
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(including the US-owned Suralco), as well as the
collectivization of agriculture. He might find attrac-
tive the RVP argument that only in this way could the
regime gain sufficient control of economic assets to
reallocate them properly; such an argument might
appeal to his sporadic egalitarian leanings. A Suri-
name heavily influenced by the RVP would probably
also move toward closer alignment with Cuba and
Grenada| ‘

Other outcomes are equally possible, however.
Premier Alibux appears to have developed a personal
stake in achieving closer Surinamese relations with
Brazil. At some point in his dealings with the
Brazilians, Alibux might feel obliged to counsel
Bouterse that only by weakening the Cuban connec-
tion could Suriname attain what it needs economically
(and perhaps militarily) from Brazil and other
countries inclined to follow Brazil’s lead. Bouterse
might accept that counsel, thereby risking strong
Cuban reaction; or he might strike out in an entirely
different direction, with newly appointed advisers
devising yet another set of political and economic
plans for Suriname.
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